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1 Why is there a premium 
reduction? 


The Canada Employment and Immigration 
Commission (CEIC) administers the 
Unemployment Insurance (UI) Act. The Act 
governs the payment of regular UI benefits 
and benefits to people off work because of 
illness, pregnancy, adoption, injury or 
quarantine. 

The Commission recognizes that many 
employers also provide some income protec- 
tion for employees unable to work due to 
illness, injury or maternity. As a result of this 
“‘duplication of coverage’’, their employees 
may not have to turn to UI or may collect for 
a shorter time. Employers with an employee 
income protection plan meeting certain stan- 
dards may be eligible for a reduction in their 
unemployment insurance premium rate. 


2 How much is a premium 
reduction and for how long? 


The CEIC sets the UI premium rate each year 
for employees and employers. The rate can 
vary from year to year. The employee 
premium rate is a certain percentage of the 
year’s insurable earnings. (Insurable earnings 
are the amount of a worker’s income the UI 
program will insure.) The level of insurable 
earnings is also determined each year. 

Employers pay 1.4 times the employee rate. 
A premium reduction means that an employer 
would not pay at the usual 1.4 rate but at a 
lower rate — 1.28 for example. 

A premium reduction is only valid for one 
year. The plan must be approved yearly for 
the reduction to be allowed. A reduction is 
allowed, but pro-rated if the plan was not in 
effect for 12 months of the preceding year. If 
you’re already receiving a reduction please 
refer to Section C of this booklet for infor- 
mation on renewal. 


3. What types of plans qualify? 


Two types of salary replacement plans can 
qualify for a premium reduction. Weekly 
indemnity plans or cumulative paid sick leave 
plans. A weekly indemnity plan is a salary 
replacement plan, with coverage usually sup- 
plied by an insurance carrier. It provides week- 
ly indemnity benefits in case of illness, injury 
or maternity. If your company’s plan is a 
weekly indemnity plan please refer to Section 
A of this booklet. It gives you the standards 
the plan must meet and tells you how and 
when to apply for a reduction. 

A cumulative paid sick leave plan is a salary 
replacement plan that allows employees to 
accumulate paid sick leave credits for use in 
case of illness or illness and pregnancy. If your 
company’s plan is a cumulative paid sick leave 
plan please refer to Section B of this booklet. 


' It gives you the standards the plan must meet 


and tells you how and when to apply for a 
reduction. 

The standards for each type of plan differ, 
so please refer to the right section. 


Standards for weekly 


indemnity plans 
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1 Formal commitment 


There must be a formal commitment from you 


to provide your employees with a salary or 
wage replacement plan. It must say you’ll pro- 
vide them with disability income benefits if 
they have an interruption of earnings from 
illness, injury, quarantine or pregnancy. 


The formal commitment may be: 
® a union or association agreement, 
e an industry-wide welfare trust contract, 
® a private carrier’s insurance policy, 
¢ an employees’ handbook, 


e a board of directors’ minute stating 
employees’ entitlement to disability income 
benefits, 


© a personnel policy bulletin, or 


® any commitment in writing by the employer 
to the employee and to the Commission. 


2 Eligibility period 


Your employees must become eligible for 
benefits no later than the first calendar day of 
the month after three months of continuous 
employment. 


3 Waiting period and 
length of benefits 


Benefits under your plan must be payable 
within 15 days of an employee’s disability and 
benefits must be payable for at least 15 weeks. 
That is, your employees must be eligible for 
at least 15 weeks of benefits in the first 17 
weeks of their disability. 


4 How much should 
the plan pay? 


Your plan must provide benefits equal to or 
more than UI benefits. (This is at least 60 per 
cent of an employee’s normal weekly insurable 
earnings.) For UI, normal weekly insurable 
earnings include overtime and bonuses which 
are part of an employee’s pay. For example, 
if an employee’s normal weekly insurable ear- 
nings are $460 a week, then 60 per cent would 
equal $276 in benefits. 


5 What happens if there 
is a layoff? 


A plan that stops benefits on the day a layoff 
or termination of employment starts may be 
acceptable. It would be acceptable only if the 
disability started within two months of the day 
of layoff or separation and notice of layoff 
or separation was given before the disability 
began. 


6 Do UI benefits change things? 


If your plan requires that money payable from 
UI be deducted from benefits, it won’t qualify 
as an approved plan. 


7 What limitations 
are allowed? 


Most plans set out certain conditions that ex- 
clude employees from benefits. But any limita- 
tion must not reduce the availability or extent 
of benefits to less than the coverage provided 
under the UI Act. 

Here are some of the limitations that may 
exclude employees from the payment of 
benefits under your plan without affecting 
your eligibility. 


Illness 

Any insured person, 

e who isn’t under the care of a licensed 
physician, 

e whose illness or injury is covered by 
worker’s compensation, the Canada or 
Québec Pension plans, 

¢ whose illness or injury is intentionally self- 
inflicted, 

¢ whose illness or injury results from serving 
in the armed forces, 

¢ whose illness or injury results from riots, 
wars or participation in disorderly conduct, 

¢ who is ill or injured during a leave of 
absence or while on paid vacation, 

¢ whose illness or injury results from commit- 
ting a criminal offence, 

e who is ill or injured during a strike or 
lockout, if the disability starts during the 
strike or lockout, 


e who is not under continuous treatment of 
a licensed physician when the illness results 
from the use of drugs or alcohol. 


Maternity 

Any insured person, 

e who is ill any time that starts 10 weeks 
before the week a child is expected to be 
born and ends six weeks after the week of 
birth, 

e who is on maternity leave taken under pro- 
vincial or federal law or by mutual 
agreement with her employer, 


e who is getting maternity benefits under the 
UI Act. 


Other 


Any insured person, 

e who has plastic surgery solely for cosmetic 
purposes, 

e who gets a retirement pension from the same 
employer, 


e who gets an income replacement indemnity 
from the Quebec Automobile Insurance 
Act, or receives benefits under a provincial 
automobile insurance plan that precludes 
the payment of such benefits when benefits 
are paid under this act, 


¢ who is engaged in an employment for wage 
or profit, 


e who is serving a prison sentence, 


e who is not in Canada. 


8 Reinstatement of benefits 


Your plan must provide reinstatement of full 
benefits to your employees within specified 
periods of time. If it’s a new disability, full 
coverage must be reinstated within one month 
after the employee returns to work. If it’s a 
recurrence of an earlier disability, full coverage 
must be reinstated within three months of the 
employee’s return to work. 

With hour bank plans, the worker’s benefits 
must be reinstated when he or she has 
accumulated 150 hours or less for new 
disabilities and 400 hours or less for a 
recurrence of a disability. 
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9 How many employees 
must be covered? 


You may cover as many or as few employees 
as you wish. But remember, any denial of 
coverage based on sex, age or health status 
may be against various provincial and federal 
human rights legislation. 

You will only get a premium reduction for 
the employees you cover under your approv- 
ed plan. All your employees not covered by 
your plan must be reported under a separate 
Revenue Canada, Taxation employer account 
number. And your premiums for this group 
must be remitted at the normal 1.4 rate. 


10 Sharing a reduction 
with your employees 


The UI Act specifies that you must share your 
reduction in an amount equal to at least 5/12 
of your savings with the employees to whom 
the reduced rate applies. The legislation does 
not specify the way in which you must share. 
So you have flexibility in deciding how the 
sharing will be done. But your employees must 
be informed of their entitlement to a share of 
your premium reduction. 

Many employers pass the savings on to their 
employees as a group, in the form of employee 
benefits. This is often done by increasing 
employee benefits or providing new benefits. 
For example 


e extra benefits such as a dental plan or 
group life insurance, 


® payment to employees’ benevolent fund or 
staff association, 


e lowering prices in staff cafeteria, 
e more holidays or time off. 


But there is nothing to prevent you from giv- 
ing each employee a part of the savings in cash. 


11 What determines the 
amount of reduction, when 
does it start and how long 
does it last? 


To get a premium reduction your plan must 
be in operation between January 1 and 
September 15 (inclusive) in the year before 
the year for which the reduction is sought. A 
plan only qualifies on the date it first meets 
all the requirements. This date is called the 
operational date. 


The rate of premium reduction is decided like 

this 

e if the operational date of your plan is on 
or before January 15 and the plan qualifies 
until December 15 (inclusive), you would be 
entitled to the maximum reduction, 


e If the operational date is on or after 
January 16 but on or before September 15, 
you would be entitled to a pro-rate of the 
maximum reduction, based on the number 
of months the plan was in operation, 

e if a plan ceases to qualify on or before 
December 15, you would be entitled to a 
pro-rate of the maximum reduction, based 
on the number of months the plan was in 
operation. 


No reduction would be granted for plans 
that didn’t qualify on September 15 of the 
calendar year immediately before the year of 
the reduction. Nor is there a reduction if the 
application required by the Commission is not 
made by September 30 of the year immediately 
before the year of the reduction. 

A premium reduction generally lasts one 
year. If any requirements or conditions on 
which a reduction is based change in the calen- 
dar year for which the reduced rate is given, 
your reduction will not change until the 
following calendar year (if a change is 


required). You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8, within 30 days of 
the effective date of any change in your plan. 
For example, a change in your plan’s insurance 
carrier. 


12 When and how to apply 


To register your salary replacement plan 
for a UI premium rate reduction, complete an 
Initial Application for Premium Reduction 
(form EMP-2642). You can get one from any 
Canada Employment Centre (CEC) or write: 
Canada Employment and Immigration Com- 
mission, Employer Registration Division, 
Nicolas Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4L8. 


Two important facts to remember when 

applying: 

¢ you must file your initial application no 
later than September 30 for a reduction 
starting the following January 1, and 

© your application should be accompanied by 
a copy of your salary replacement plan. 
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13. How to complete 
the application 


The following diagram of an initial applica- 
tion has been divided into various sections 
identified by a letter. The letters are referred 
to in the explanation. 


Note: This form applies only to insurable 
employees in your firm or organization. 
The term ‘‘insurable employee’’ refers 
to any employee for whom you are 
required to remit Unemployment Insu- 
rance premiums. If in doubt, please 
contact the Revenue Canada, Taxation 
office in your area. 


A — the name and complete mailing address 
of your firm or organization 


B — the Revenue Canada, Taxation (RC,T) 
number under which you remit 
Unemployment Insurance premiums on 
behalf of your employees 

C — your area code, telephone number and 


extension if applicable 


i 
hi 


Steps D to M refer to employees in your 
firm or organization who pay 
Unemployment Insurance premiums 
under the Revenue Canada, Taxation 
number in box ‘‘B’’. 


the number of employees who are 
members of a group certified by a pro- 
vincial or federal Labour Relations 
Board as a bargaining unit 

the number of non-union employees 
the total of D and E 


All employees shown in box ‘‘F’’ must 
now be entered in the appropriate box 
(‘‘G”’ to ‘‘M’’). Please bear in mind that 
you must take into account only the 
employees for whom you remit Unem- 
ployment Insurance premiums. 


the number of employees currently 
covered by your salary replacement plan 
the number of employees currently not 
covered by your salary replacement plan 
but who will be covered at the end of 
the probationary period required by the 
plan 

the number of employees not covered by 
the plan who work less than 2/3 of the 
normal working hours for that occupa- 
tional group 

the number of employees not covered by 
the plan who are employed on a tem- 
porary basis which, at the time of 
hiring, you expected would not exceed 
13 weeks 

the number of employees not covered by 
the plan who are enrolled as full time 
students of a day school, college or 
university 

the number of employees not covered by 
the plan who are employed under incen- 
tive programs financed through public 
funds 

the number of employees, other than 
those in boxes ‘‘H”’ to ‘‘L’’, who are not 
covered by your salary replacement 
plan. Note: It’s important to state why 
they’re not covered. 


In box ‘‘N’’, show whether you have 
one or more RC,T numbers other than 
the one you entered in box ‘‘B”’’. If yes, 
your answers in the following boxes 
should show: 


the RC,T number(s) under which you 
remit Unemployment Insurance 
premiums at the standard rate of 1.40 
times the employee premium 


P — the number of employees who are 
members of a group certified by a pro- 
vincial or federal Labour Relations 
Board as a bargaining unit and for whom 
you remit Unemployment Insurance 
premiums under the RC,T number(s) 
shown in box ‘‘O”’ 

Q —the number of non-union employees 
for whom you remit Unemployment 
Insurance premiums under the RC,T 
number(s) shown in box ‘‘O’’. 


Section ‘‘R’’ concerns the requirement that 
employers share the premium reduction (to the 
extent of at least 5/12), with their employees. 
The method of sharing must be identified prior 
to approval of your application but should 
only be implemented once the reduction is 
allowed. 

The declaration in box ‘‘S’’ must be signed 
by an officer authorized to provide the infor- 
mation requested on this form. Please 
complete all of this section. 


Points to remember 


e Your application must be accompanied 
by acopy of your salary replacement plan. 
If you can’t get a copy of the plan now, send 
a detailed summary of benefits. But a copy 
of the plan is needed to determine your en- 
titlement to a premium reduction. 

e To be entitled to the maximum reduction 
a qualified plan must be in effect by January 
15 of the year you apply. 

Your reduction will be pro-rated if your 

plan becomes a qualifying plan after 

January 15 but no later than September 15 

of the year you apply. 

e If your application covers employees who 
are members of a certified bargaining unit 
(i.e. union employees), please attach a copy 
of the respective collective agreement(s). 

¢ Whenever you change any information pro- 
vided in support of your application for 
premium reduction, you must inform the 

Employer Registration Division of the 

change within 30 days. 

The application must be sent to Employ- 
ment and Immigration Canada, Employer 
Registration Division, Nicolas Denys Building, 
P.O. Box 11000, Bathurst, N.B., E2A 4L8 

If you require further help in completing 
this application, please contact us at the 
following toll-free number: 


1-800-561-7923 
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14 Does the plan qualify? 


Employers with a qualified plan will general- 
ly be notified by the Commission, on or about 
December 15 each year, of the amount of their 
premium reduction for the next calendar year. 
This notification will specify the amount of 
reduction in cents per one hundred dollars of 
insured earnings. (For example, the premium 
reduction could be 20 cents per one hundred 
dollars of insured earnings.) 

You’ll also be told your premium rate for 
the next calendar year, expressed as a multi- 
ple of the employee premium rate. The usual 
employer premium is 1.4 times the employee 
premium. If your plan qualifies for a premium 
reduction you’ll have a multiple rate which is 
less than 1.4. 

If your plan doesn’t qualify, you’ll be told 
why when your application is processed. If you 
choose to amend your plan so it will qualify, 
a copy of the amendment will be 
required to determine your entitlement to a 
premium reduction. 


If your plan doesn’t 


qualify, we’ll tell you so 
_ you can change it. 


15 If an application 
is turned down 


If you’re told your plan doesn’t meet the stan- 
dards for a premium reduction, you have the 
right to appeal that decision to the Canada 
Employment and Immigration Commission 
within one year. 

All appeals must be in writing. They must 
set out, in detail, the grounds on which the 
appeal is based. You have the right to attend 
the appeal hearing (held in Ottawa) but you 
must advise us in writing if you wish to attend. 

Appeals should be sent to: Canada Employ- 
ment and Immigration Commission, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8. 

A decision by the Commission is not 
subject to further appeal, except in accordance 
with the Federal Court Act. 


16 Any questions? 


If you have any questions about the premium 
reduction program, why your plan didn’t 
qualify, what you must do to have it qualify 
or about the appeal system, please contact the 
Employer Registration Division, Nicolas 
Denys Buiding, P.O. Box 11000 Bathurst, 
New Brunswick, E2A 4L8, or call toll free 
1-800-561-7923. 


Standards for cumulative 
paid sick leave plans 


1 Formal commitment 


There must be a formal commitment from you 
to provide your employees with a salary 
replacement plan. It must say you’ll provide 
them with disability income benefits if they 
have an interruption of earnings from illness, 
injury, quarantine or pregnancy. 


The formal commitment may be: 
® a union or association agreement, 
e¢ an industry-wide welfare trust contract, 
® a private carrier’s insurance policy, 
© an employee’s handbook, 


e a board of directors’ minute stating 
employees’ entitlement to disability income 
benefits, 


® a personnel policy bulletin, or 


® any commitment in writing by the employer 
to the employee and to the Commission. 


2 Eligibility period 


On the first calendar day of the month follow- 
ing three months of continuous employment 
your employees must be entitled to accumulate 
at least one day of paid sick leave for each 
month of continuous employment. 


3 Waiting period and 
length of benefits 


Benefits under your plan must be payable 
within IS days of an employee’s disability. 
Employees must be entitled to at least one 
day’s sick leave (for illness or illness and 
pregnancy) for each month of continuous 
employment after the eligibility period. 

Employees must be given a minimum 
number of paid sick leave credits. In the first 
year of continuous employment, it’s at least 
nine days (based on the allowable 3-month 
eligibility period). It’s 12 days for each 
subsequent year of continuous work. 

The maximum accumulation period for sick 
leave credits must not be less than 75 days. 


NOTE: The plan must have provided, during 
the last five years, a minimum of 60 
days of paid sick leave. If it provid- 
ed less than 60 days you must credit 
the difference to all employees 
covered by the plan. 


You can defer the use of sick leave credits 
to no later than the end of the twelfth month 


of continuous employment (for temporary 
employees or employees on probation) without 
affecting your entitlement to a premium 
reduction. 

During the period the use of sick leave 
credits is deferred, these employees must be 
reported under a separate Revenue Canada, 
Taxation employer account number. Full UI 
premiums must be paid for them until they’re 
entitled to use their accumulated paid sick 
leave credits. Once they are, you may group 
them with the employees for whom you have 
been granted a premium reduction. 


4 How much should 
the plan pay? 


Your plan must provide benefits equal to or 
more than UI benefits. (This is at least 60 per 
cent of the employee’s normal weekly 
insurable earnings.) For UI, normal weekly 
insurable earnings include overtime and 
bonuses which are part of an employee’s pay. 
For example, if an employee’s normal weekly 
insurable earnings are $460 a week, then 60 
per cent would equal $276 in benefits. 


5 What happens if there 
is a layoff? 


A plan that stops benefits on the day a layoff 
or termination of employment starts may be 
acceptable. It would be acceptable only if the 
disability started within two months of the day 
of layoff or separation and notice of layoff 
or separation was given before the disability 
began. 


6 Do UI benefits change things? 


If your plan requires that money payable from 
UI be deducted from benefits, it won’t qualify 
as an approved plan. 


7 What limitations 
are allowed? 


Most plans set out certain conditions that 
exclude employees from benefits. But any 
limitation must not reduce the availability or 
extent of benefits to less than the coverage 
provided under the UI Act. 

Here are some of the limitations that may 
exclude employees from the payment of 
benefits under your plan without affecting 
your eligibility. 


Illness 
Any insured person, 


e who isn’t under the care of a licensed 
physician, 

e whose illness or injury is covered by 
worker’s compensation, the Canada or 
Québec Pension plans, 


e whose illness or injury is intentionally self- 
inflicted, 

e whose illness or injury results from serving 
in the armed forces, 


e whose illness or injury results from riots, 
wars or participation in disorderly conduct, 

e who is ill or injured during a leave of 
absence or while on paid vacation, 


e whose illness or injury results from commit- 
ting a criminal offence, 


e who is ill or injured during a strike or 
lockout, if the disability starts during the 
strike or lockout, 


e who is not under continuous treatment of 
a licensed physician when the illness results 
from the use of drugs or alcohol. 


Maternity 

Any insured person, 

¢ who is on maternity leave taken under 
provincial or federal law or by mutual 
agreement with her employer, 


e who is getting maternity benefits under the 
UI Act, 


e who is ill any time that starts 10 weeks 
before the week a child is expected to be 
born and ends six weeks after the week of 
birth. 


Other 

Any insured person, 

e who has plastic surgery solely for cosmetic 
purposes, 

* who gets a retirement pension from the same 
employer, 

¢ who gets an income replacement indemnity 
from the Quebec Automobile Insurance 
Act, or receives benefits under a provincial 
automobile insurance plan that precludes 
the payment of such benefits when benefits 
are paid under this act, 

¢ who is engaged in an employment for wage 
or profit, 

e who is serving a prison sentence, 

¢ who is not in Canada. 
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8 How many employees 
must be covered? 


You may cover as many or as few employees 
as you wish. But remember, any denial of 
coverage based on sex, age or health status 
may be against various provincial and federal 
human rights legislation. 

You will only get a premium reduction for 
the employees you cover under your approv- 
ed plan. All your employees not covered by 
your plan must be reported under a separate 
Revenue Canada, Taxation employer account 
Canada, Taxation employer account number. 
And your premiums for this group must be 
remitted at the normal 1.4 rate. 


9 Sharing a reduction with 
your employees 


The UI Act specifies that you must share your 
reduction in an amount equal to at least 5/12 
of your savings with the employees to whom 
the reduced rate applies. The legislation does 
not specify the way in which you must share. 
So you have flexibility in deciding how the 
sharing will be done. But your employees must 
be informed of their entitlement to a share of 
your premium reduction. 

Many employers pass the savings on to their 
employees as a group in the form of employee 
benefits. This is often done by increasing 
employee benefits or providing new benefits. 
For example: 


¢ extra benefits such as a dental plan or 
group life insurance, 


© payment to employees’ benevolent fund or 
staff association, 


¢ lowering prices in staff cafeteria, 
e more holidays or time off. 


But there is nothing to prevent you from 
giving each employee a part of the savings in 
cash. 


10 What determines 
the amount of reduction, 
when does it start and 
how long does it last? 


To get a premium reduction your plan must 
be in operation between January 1 and 
September 15 (inclusive) in the year before 
the year for which the reduction is sought. A 
plan only qualifies on the date it first meets 
all the requirements. This date is called the 
operational date. 


The rate of premium reduction is decided 
like this: 


e if the operational date of your plan is on 
or before January 15 and the plan qualifies 
until December 15 (inclusive), you would be 
entitled to the maximum reduction, 


e if the operational date is on or after 
January 16 but on or before September 15, 
you would be entitled to a pro-rate of the 
maximum reduction, based on the number 
of months the plan was in operation, 


e if a plan ceases to qualify on or before 
December 15, you would be entitled to a 
pro-rate of the maximum reduction, based 
on the number of months the plan was in 
operation. 


No reduction would be granted for plans 
that didn’t qualify on September 15 of the 
calendar year immediately before the year of 
the reduction. Nor is there a reduction if the 
application required by the Commission is not 
made by September 30 of the year immediately 
before the year of the reduction. 

A premium reduction generally lasts one 
year. If any requirements or conditions on 
which a reduction is based change in the calen- 
dar year for which the reduced rate is given, 
your reduction will not change until the 
following calendar year (if a change is re- 
quired). You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8, within 30 days of 
the effective date of any change in your plan. 
For example, a change in your plan’s insurance 
carrier. 


11. When and how to apply 


To register your salary replacement plan for 
a UI premium rate reduction, complete an In- 
itial Application for Premium Reduction 
(form EMP-2642). You can get one from any 
Canada Employment Centre (CEC) or write: 
Canada Employment and Immigration 
Commission, Employer Registration Division, 
Nicolas Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4L8. 


Two important facts to remember when 
applying: 
e you must file your initial application no later 


than September 30 for a reduction starting 
the following January 1, and 


© your application should be accompanied by 
a copy of your salary replacement plan. 
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12 How to complete 
the application 


The following diagram of an initial applica- 
tion has been divided into various sections 
identified by a letter. The letters are referred 
to in the explanation. 


Note: This form applies only to insurable 
employees in your firm or organization. 
The term ‘‘insurable employee’’ refers 
to any employee for whom you are 
required to remit Unemployment Insu- 
rance premiums. If in doubt, please 
contact the Revenue Canada, Taxation 
office in your area. 
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A — the name and complete mailing address 
of your firm or organization 


B — the Revenue Canada, Taxation (RC,T) 
number under which you remit 
Unemployment Insurance premiums on 
behalf of your employees 

C — your area code, telephone number and 


extension if applicable 


he 
hi 


Gc 


H — 


= 


Steps D to M refer to employees in your 
firm or organization who pay 
Unemployment Insurance premiums 
under the Revenue Canada, Taxation 
number in box ‘‘B’’. 


the number of employees who are 
members of a group certified by a pro- 
vincial or federal Labour Relations 
Board as a bargaining unit 

the number of non-union employees 
the total of D and E 


All employees shown in box ‘‘F’’ must 
now be entered in the appropriate box 
(‘‘G’”’ to ‘‘M’’). Please bear in mind that 
you must take into account only the 
employees for whom you remit Unem- 
ployment Insurance premiums. 


the number of employees currently 
covered by your salary replacement plan 


the number of employees currently not 
covered by your salary replacement plan 
but who will be covered at the end of 
the probationary period required by the 
plan 


the number of employees not covered by 
the plan who work less than 2/3 of the 
normal working hours for that occupa- 
tional group 


the number of employees not covered by 
the plan who are employed on a tem- 
porary basis which, at the time of 
hiring, you expected would not exceed 
13 weeks 

the number of employees not covered by 
the plan who are enrolled as full time 
students of a day school, college or 
university 

the number of employees not covered by 
the plan who are employed under incen- 
tive programs financed through public 
funds 

the number of employees, other than 
those in boxes ‘‘H”’ to ‘‘L’”’, who are not 
covered by your salary replacement 
plan. Note: It’s important to state why 
they’re not covered. 


In box ‘‘N’’, show whether you have 
one or more RC,T numbers other than 
the one you entered in box ’’B’’. If yes, 
your answers in the following boxes 
should show: 


the RC,T number(s) under which you 
remit Unemployment Insurance 
premiums at the standard rate of 1.40 
times the employee premium 


P — the number of employees who are 
members of a group certified by a pro- 
vincial or federal Labour Relations 
Board as a bargaining unit and for 
whom you remit Unemployment Insu- 
rance premiums under the RC,T 
number(s) shown in box ‘‘O”’ 


Q — the number of non-union employees 
for whom you remit Unemployment 
Insurance premiums under the RC,T 
number(s) shown in box ‘‘O”’’. 


Section ‘‘R’’ concerns the requirement that 
employers share the premium reduction (to the 
extent of at least 5/12), with their employees. 
The method of sharing must be identified prior 
to approval of your application but should 
only be implemented once the reduction is 
allowed. 

The declaration in box ‘‘S’’ must be signed 
by an officer authorized to provide the infor- 
mation requested on this form. Please 
complete all of this section. 


Points to remember 


e Your application must be accompanied 
by acopy of your salary replacement plan. 
If you can’t get a copy of the plan now, 
send a detailed summary of benefits. But a 
copy of the plan is needed to determine your 
entitlement to a premium reduction. 


e To be entitled to the maximum reduction 
a qualified plan must be in effect by January 
15 of the year you apply. 

Your reduction will be pro-rated if your 
plan becomes a qualifying plan after 
January 15 but no later than September 15 
of the year you apply. 


e If your application covers employees who 
are members of a certified bargaining unit 
(i.e. union employees), please attach a copy 
of the respective collective agreement(s). 


¢ Whenever you change any information pro- 
vided in support of your application for 
premium reduction, you must inform the 
Employer Registration Division of the 
change within 30 days. 


The application must be sent to Employ- 
ment and Immigration Canada, Employer 
Registration Division, Nicolas Denys Building, 
P.O. Box 11000, Bathurst, N.B., E2A 4L8 

If you require further help in completing 
this application, please contact us at the 
following toll-free number: 


1-800-561-7923 
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13. Does the plan qualify? 


Employers with a qualified plan will general- 
ly be notified by the Commission, on or about 
December 15 each year, of the amount of their 
premium reduction for the next calendar year. 
This notification will specify the amount of 
reduction in cents per one hundred dollars of 
insured earnings. (For example, the premium 
reduction could be 20 cents per one hundred 
dollars of insured earnings.) 

You’ll also be told your premium rate for 
the next calendar year, expressed as a multi- 
ple of the employee premium rate. The usual 
employer premium is 1.4 times the employee 
premium. If your plan qualifies for a premium 
reduction you’ll have a multiple rate which is 
less than 1.4. 

If your plan doesn’t qualify, you’ll be told 
why when your application is processed. 
If you choose to amend your plan so it will 
qualify, a copy of the amendment will be 
required to determine your entitlement to a 
premium reduction. 


14 ‘If an application is 
turned down 


If you’re told your plan doesn’t meet the 
standards for a premium reduction, you have 
the right to appeal that decision to the Canada 
Employment and Immigration Commission 
within one year. 

All appeals must be in writing. They must 
set out, in detail, the grounds on which the 
appeal is based. You have the right to attend 
the appeal hearing (held in Ottawa) but you 
must advise us in writing if you plan to attend. 

Appeals should be sent to: Canada Employ- 
ment and Immigration Commission, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8. 

A decision by the Commission is not 
subject to further appeal, except in accordance 
with the Federal Court Act. 


15 Any questions? 


If you have any questions about the premium 
reduction program, why your plan didn’t 
qualify, what you must do to have it qualify 
or about the appeal system, please contact the 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8, or call toll free 
1-800-561-7923. 


Yearly renewal 


10 


Section Cc 1-3 


Each year you must certify that your plan still 
meets all the requirements to qualify for a 
premium reduction. A yearly renewal applica- 
tion form called a Renewal Application for 
Premium Reduction (EMP-2672) will be sent 
to you for this purpose. You must return it 
within 90 days or you will not be entitled to 
a premium reduction for the next calendar 
year. 


1 How to complete 
the application 


Detailed instructions are included with each 
Renewal Application for Premium Reduction. 
If you didn’t receive instructions with your 
application form you can get them by contact- 
ing the Canada Employment and Immigra- 
tion, Employer’s Registration Division, 
Nicolas Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4L8, or call 
toll free 1-800-561-7923. 


2 If a renewal application 
is turned down 


If you’re told your plan doesn’t meet the 
standards for a premium reduction, you have 
the right to appeal that decision to the Canada 
Employment and Immigration Commission 
within one year. 

All appeals must be in writing. They must 
set out, in detail, the grounds on which the 
appeal is based. You have the right to attend 
the appeal hearing (held in Ottawa) but you 
must advise us in writing if you plan to attend. 

Appeals should be sent to the Canada 
Employment and Immigration Commission, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8. 

A decision by the Commission is not sub- 
ject to further appeal, except in accordance 
with the Federal Court Act. 


3. Any questions? 


If you have any questions on the premium 
reduction program or why your plan didn’t 
qualify, what you must do to have it qualify 
or about the appeal system, please contact the 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, Bathurst, 
New Brunswick, E2A 4L8, or call toll free 
1-800-561-7923. 


This brochure contains general informa- 
tion only. When a question arises, the 


Unemployment Insurance Act and Regula- 
tions must govern. 
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Premium reduction — 1993 


An employer’s guide to 
Unemployment Insurance 
premium reduction 


1 Why is there a 
premium reduction? 


The Canada Employment and Immigra- 
tion Commission (CEIC) administers the 
Unemployment Insurance (UI) Act. 

The Act governs the payment of regu- 
lar UI benefits and benefits to people off 
work because of illness, pregnancy, adop- 
‘tion, injury or quarantine. 

The Commission recognizes that many 
employers also provide some income pro- 
tection for employees unable to work due 
to illness, injury or maternity. 

As a result of this ‘‘duplication of 
coverage’’, their employees may not have 
to turn to UI or may collect for a shorter 
time. 

Employers with an employee income 
protection plan meeting certain standards 
may be eligible for a reduction in their un- 
employment insurance premium rate. 


Printed in Canada 


2? How much is a ; 


premium reduction 
and for how long? 


The CEIC sets the UI premium rate each 
year for employees and employers. 

The rate can vary from year to year. 
The employee premium rate is a certain 
percentage of the year’s insurable earn- 
ings. (Insurable earnings are the amount 
of a worker’s income the UI program will 
insure.) 

The level of insurable earnings is also 
determined each year. 

Employers pay 1.4 times the employee 
rate. A premium reduction means that an 
employer would not pay at the usual 1.4 
rate but at a lower rate — 1.281 for 
example. 

A premium reduction is only valid for 
one year. The plan must be approved 
yearly for the reduction to be allowed. 

A reduction is allowed, but pro-rated 
if the plan was not in effect for 12 months 
in the preceding year. 

If you’re already receiving a reduction 
please refer to Section 4 of this booklet 
for information on renewal. 


3 What types of 
plans qualify? 

Two types of salary replacement plans 

can qualify for a premium reduction. 

Weekly indemnity plans or cumulative 
paid sick leave plans. 

A weekly indemnity plan is a salary 
replacement plan, with coverage usually 
supplied by an insurance carrier. It pro- 
vides weekly indemnity benefits in case of 
illness, or injury. 

If your company’s plan is a weekly in- 
demnity plan please refer to Section 1 of 
this booklet. It gives you the standards 
the plan must meet and tells you how and 
when to apply for a reduction. 

A cumulative paid sick leave plan is a 
salary replacement plan that allows em- 
ployees to accumulate paid sick leave 
credits for use in case of illness only or 
illness and pregnancy. 

If your company’s plan is a cumulative 
paid sick leave plan please refer to 
Section 2 of this booklet. It gives you the 
standards the plan must meet and tells 
you how and when to apply for a 
reduction. 

The standards for each type of plan 
differ, so please refer to the right section. 
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Standards for weekly 
indemnity plans 


1 Formal commitment 


There must be a formal commitment 
from you to provide your employees with 
a salary or wage replacement plan. 

It must say you’ll provide them with 
disability income benefits if they have an 
interruption of earnings from illness, 
injury, Or quarantine. 

The formal commitment must contain 
a complete description of your weekly in- 
demnity plan and should account for all 
standards set forth in items 1 to 8 of this 
section. 


The formal commitment may be: 
® aunion or association agreement; 


M™ an industry-wide welfare trust 


contract; 


® a private carrier's insurance policy; — 


® an employee’s handbook; 


® aboard of directors’ minute stating 
_ employees’ entitlement to disability 
income benefits; 


® a personnel policy bulletin; or 


® any commitment in writing by the 
employer to the employees. 


B: Eligibility period 


Your employees must become eligible for 
benefits no later than the first day of the 
calendar month after they complete three 
months of continuous employment. 


Note 


A plan that provides an eligibility 
period expressed in working days will 
only be acceptable if the employees 
are entitled to receive benefits within 
the first three months of continuous: 
employment. se 


If the plan is based on an hour bank 
system, your employees must be eligible 
for benefits no later than the first day of 
the calendar month after they accumulate 
400 hours or less of employment. 


3 Waiting period and 

length of benefits 
Benefits under your plan must be payable 
within the first 14 days of an employee’s 
disability and benefits must be payable 
for at least 15 weeks. 

That is, your employees must be eligi- 
ble for at least 15 weeks of benefits in the 
first 17 weeks of their disability. During 
the period of disability, there must be no 
interruption in the payment of benefits 
unless the employee returns to work. 


4 How much should 
the plan pay? 

Your plan must provide benefits equal to 

or more than UI benefits. 

The weekly benefit payable to your 
employees must be at least 57% of their 
normal weekly insurable earnings. 

For the premium reduction program, 
normal weekly insurable earnings include 
additional income which is earned on a 
regular basis (e.g. overtime, bonuses, shift 
differentials, etc). 

For example, if an employee’s normal 
weekly insurable earnings are $460 a 
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week, then 57% would equal $262 in 
benefits. Once the benefit amount paya- 
ble to your employees has been estab- 
lished, it must remain unchanged during 
the entire period of disability or for a 
maximum of 15 weeks. 

Note that insurable earnings are sub- 
ject to annual adjustment, therefore, your 
plan’s maximum benefit must be adjust- 
ed accordingly on or before the 15th of 
January every year, unless it provides for 
an automatic adjustment. 


5 What happens if 
there is a layoff? 


A plan that stops benefits at the date of 
layoff or termination of employment 
would only be acceptable if the disability 
started within two months of the date of 
layoff or separation and notice of layoff 
or separation was given prior to the oc- 
curence of the disability. 

Otherwise, benefits must continue af- 
ter layoff or termination until the earli- 
est of a total of at least 15 weeks or the 
end of the incapacity due to illness. 


6 Do UI benefits _ 
change things? 


If your plan requires that money paya- 
ble from UI be deducted from benefits, 
it won’t qualify as an approved plan. 
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Most plans set out certain conditions that 


What limitations 
are allowed? 


exclude employees from benefits. 


But any limitation must not reduce the 
availability or extent of benefits to less 
than the coverage provided under the UI 
Act. 

Here are some of the limitations that 
may exclude employees from the payment 
of benefits under your plan without af- 


fecting your eligibility. 


llIness 


Any insured person, 


who isn’t under the care of a 
licensed physician, 


whose illness or injury is covered 


by worker’s compensation, the | 
Canada or Quebec Pension plans, ~ 


whose illness or injury is intention- — 


ally self-inflicted, 


whose illness or injury results from _ 


serving in the armed forces, 


whose illness or injury results from 
riots, wars or participation in dis- 
orderly conduct, 


who is ill or injured during a leave — 


of absence or while on paid va- 
cation, 


whose illness or injury results from — 


committing a criminal offence, 


who is ill or injured during a strike 
or lockout, if the disability starts 
during the strike or lockout, and the 
right to benefits is reinstated at the 
end of the strike or lockout, 


who is not under continuous treat- 
ment of a licensed physician when 
the illness results from the use of 
drugs or alcohol. 


Maternity 


Any insured person, 


@ who is ill any time that starts 
10 weeks before the week a child | 


is expected to be born and ends 
six weeks after the week of birth, 


who is on maternity leave taken un- 
der provincial or federal law or by 
mutual agreement with her em- 
ployer, 


who is getting maternity benefits 
under the UI Act. 


Other 


Any insured person, 


who has plastic surgery solely for 
cosmetic purposes, 


who gets a retirement pension from 
the same employer, 


who gets an income replacement 
indemnity from the Quebec Au- — 
tomobile Insurance Act, or the 
Manitoba Autopac, 


who is engaged in an employment 
for wage or profit, 


who is serving a prison sentence, 


who is not eligible for benefits un- _ 
der the UI Act by reason of not 
being in Canada. 
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8 Reinstatement 
of benefits 


Your plan must provide reinstatement of 
full benefits to your employees within 
specified periods of time. 

If it’s a new disability, full coverage 
must be reinstated within one month af- 
ter the employee returns to work. 

If it’s a recurrence of an earlier disa- 
bility, full coverage must be reinstated 
within three months of the employee’s 
return to work. 

With hour bank plans, the worker’s 
benefits must be reinstated when he or she 
has accumulated 150 hours or less for new 
disabilities and 400 hours or less for a 
recurrence of a disability. 


O | How many employees 
must be covered? 


You may cover as many or as few em- 
ployees as you wish. 

But remember, any denial of coverage 
based on sex, age or health status may be 
against various provincial and federal 
human rights legislation. 

You will only get a premium reduction 
for the employees you cover under your 
approved plan, including those serving 
the eligibility period described in Item 2 
of this section. 

All your employees not covered by 
your plan must be reported under a 
separate Revenue Canada, Taxation em- 
ployer account number and your premi- 
ums for this group must be remitted at 
the normal 1.4 rate. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 


You must share 
your reduction 
with your employees. 


1 Sharing the reduction 
with your employees 


The UI Act specifies that you must share 
your reduction in an amount equal to at 
least 5/12 of your savings with all em- 
ployees to whom the reduced rate applies. 

The legislation does not specify the way 
in which you must share. So you have 
flexibility in deciding how the sharing will 
be done. 

Employers must be prepared, however, 
to satisfy the Commission that they have 
made effective arrangements for sharing 
their reduction. 


The following are a few examples of 
the sharing arrangements that would 
be acceptable: 


®™ mutual agreement between 
employers and employees con- 
cerning the sharing method of the 
premium reduction; 


™ cash rebate corresponding to 5/12 
of the premium reduction. Such 
money is considered taxable 
income; 


™ increased or. new employee 
benefits such as a dental plan, 
group life insurance, payment to 
employees’ benevolent fund or as- 
sociation, lowering prices in staff 
cafeteria, more holidays or time off, 
etc. 


Note 


Benefits contained in a collective 
agreement cannot be used to satisfy 
the sharing requirement unless there is 
an agreement between the union and 
the employer that a particular benefit 
is in satisfaction of the sharing re- 
quirement. 
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Calculation of 5/12 


[| Total employee premiums x 1.40 
(standard rate) equals employer regu- 
lar premium, 


[| total employee premiums x 1.281 
(reduced rate) equals employer reduced 
premium, 


[|] employer regular premium minus 
employer reduced premium equals the 
amount of your total reduction, 


[|] you must return 5/12 of this total 
reduction to your employees. 
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What determines the 
amount of reduction, 
when does it 

start and how long 
does it last? 


To get a premium reduction your plan 
must be in operation between January 1 
and September 15 (inclusive) in the year 
before the year for which the reduction 
is sought. 

A plan only qualifies on the date it first 
meets all the requirements. This date is 
called the operational date. 


The rate of premium reduction is 
decided like this 


™ if the operational date of your plan 

is on or before January 15 and the 

plan qualifies until December 15 

_ (inclusive), you would be entitled 
to the maximum reduction, 


®@ if the operational date is on or af- 
ter January 16 but on or before 
September 15, you would be en- 
titled to a pro-rate of the maximum 
reduction, based on the number of 
months the plan was in operation, 


™ if aplan ceases to qualify on or be- 
fore December 15, you would be 
entitled to a pro-rate of the maxi- 
mum reduction, based on the num- 
ber of months the plan was in 
operation. 
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No reduction would be granted for 
plans that didn’t qualify on September 15 
of the calendar year immediately before 
the year of the reduction. 

Nor is there a reduction if the initial 
application required by the Commission 
' is not sent by September 30 of the year 
immediately before the year of the 
reduction. 

A premium reduction lasts one year. 

If any requirements or conditions on 
which a reduction is based change in the 
calendar year for which the reduced rate 
is given, your reduction will not change 
until the following calendar year. 


1? Change to your plan 


You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5, 
within 30 days of the effective date of any 
change in your plan. 


Noleee 


In the case of a major reorganization 
within your company such as a merg- 
er, takeover, etc., you must write to 
the Employer Registration Division 
explaining the details of the changes 
in order that you may be advised of 
the possible impact on your right to 
the reduction. 


1 When and how 
to apply 


To register your salary replacement plan 
for a UI premium rate reduction, com- 
plete an Initial Application for Premium 
Reduction (form EMP-2642). Please refer 
to section 3 of this booklet for further in- 
structions. 

You can get one from any Canada Em- 
ployment Centre (CEC) or write: Cana- 
da Employment and Immigration 
Commission, Employer Registration Di- 
vision, Nicolas Denys Building, P.O. Box 
11000, Bathurst, New Brunswick, E2A 
4T5. 


Three important facts to remember 
when applying: 


~ you must file your initial application 
no later than September 30 for a 
reduction starting the following 
January 1; and 


“your application should be accom- 
panied by a copy of your salary 
replacement plan; 


_ if acopy of your plan is not readily 
available, send a detailed summary 
of benefits with your initial applica- 
tion as you won’t be considered for 
a reduction for the following year 
if your application is sent beyond 
September 30. 

You can always send your plan in 
later when it becomes available. 
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Standards for cumulative 
paid sick leave plans 


1 Formal commitment 


There must be a formal commitment 
from you to provide your employees with 
a salary or wage replacement plan. 

It must say you’ll provide them with 
disability income benefits if they have an 
interruption of earnings from illness, in- 
jury, quarantine or pregnancy. 

The formal commitment must contain 
a complete description of your Cumula- 
tive paid sick leave plan and should ac- 
count for all standards set forth in items 
1 to 7 of this section. 


The formal commitment may be: 
® aunion or association agreement; 


™ an industry-wide welfare trust — 


contract; 
™ an employee's handbook; 


® aboard of directors’ minute stating 
employee's entitlement to disabili- 
ty income benefits; 


® a personnel policy bulletin; or 


® any commitment in writing by the 
employer to the employees. 


, Eligibility period 


On the first day of the calendar month 
following three months of continuous em- 
ployment your employees must be enti- 
tled to accumulate at least one day of paid 
sick leave for each month of continuous 
employment. 


Note — 


A plan that provides an eligibility 
period expressed in working days will 
only be acceptable if the employees are 
entitled to receive benefits within the 
first three months of continuous em- 
ployment. 


If the plan is based on an hour bank 
system, your employees must be eligible 
for benefits no later than the first day of 
the calendar month after they accumulate 
400 hours or less of employment. 


Note 


The plan must have provided, during 
the last five years, a minimum of 60 
days of paid sick leave. If it provided 
less than 60 days you must credit the 
difference to all employees covered by 
the plan. 
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3 Waiting period and 
length of benefits 


Benefits under your plan must be paya- 
ble within the first 14 days of an em- 
ployee’s disability. 

Employees must be entitled to at least 
one day’s sick leave (for illness or illness 
and pregnancy) for each month of con- 
tinuous employment after the eligibility 
period. 

Employees must be given a minimum 
number of paid sick leave credits. In the 
first year of continuous employment, it’s 
at least nine days (based on the allowable 
3-month eligibility period). It’s 12 days 
for each subsequent year of continuous 
work. 

The maximum accumulation period 
for sick leave credits must not be less than 
75 days. 

You can defer the use of paid sick leave 
credits beyond the three month eligibili- 
ty requirement for a period of not more 
than twelve months of continuous em- 
ployment (for temporary employees or 
employees on probation) without affect- 
ing your entitlement to a premium 
reduction. 

All employees whose usage of paid sick 
leave credits has been deferred for a 
period exceeding three months must be 
reported under a separate Revenue Cana- 
da Taxation employer number and your 
premiums for these employees must be 
remitted at the normal 1.4 rate. 

When these employees are entitled to 
use their paid sick leave credits accumu- 
lated during the deferral period, you 
may group them with the employees for 
whom you have been granted a premium 
reduction. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 
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4 How much should 
the plan pay? 


Your plan must provide benefits equal to 
or more than UI benefits. 

The weekly benefit payable to your 
employees must be at least 57% of their 
normal weekly insurable earnings. 

For the premium reduction program, 
normal weekly insurable earnings include 
additional income which is earned on a 
regular basis (e.g. overtime, bonuses, shift 
differentials, etc). 

For example, if an employee’s normal 
weekly insurable earnings are $460 a 
week, then 57% would equal $262 in 
benefits. Once the benefit amount paya- 
ble to your employees has been estab- 
lished, it must remain unchanged during 
the entire period of disability or for a 
maximum of 75 days. 

Note that insurable earnings are sub- 
ject to annual adjustment, therefore your 
plan’s maximum benefit must be adjust- 
ed accordingly on or before the 15th of 
January every year, unless it provides for 
an automatic adjustment. 


5 What happens if 
there is a layoff? 


A plan that stops benefits at the date of 
layoff or termination of employment 
would only be acceptable if the disability 
started within two months of the date of 
layoff or separation and notice of layoff 
or separation was given prior to the oc- 
currence of the disability.’ 

Otherwise, benefits must continue after 
layoff or termination until the earliest of 
the end of the incapacity due to illness or 
the exhaustion of the paid sick leave days 
to a minimum of 75 days. 
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6 Do UI benefits 
change things? 
If your plan requires that money paya- 


ble from UI be deducted from benefits, 
it won’t qualify as an approved plan. 
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[ What limitations 
are allowed? 


Most plans set out certain conditions that 
exclude employees from benefits. 

But any limitation must not reduce the 
availability or extent of benefits to less 
than the coverage provided under the UI 
Act. 

Here are some of the limitations that 
may exclude employees from the payment 
of benefits under your plan without 
- affecting your eligibility. 


llIness 


Any insured person, 


™ who isn’t under the care of a 
licensed physician, 


™ whose illness or injury is covered 
by worker’s compensation, the 
Canada or Quebec Pension plans, 


™ whose illness or injury is intention- — 


ally self-inflicted, 


™ whose illness or injury results from 
serving in the armed forces, 


™ whose illness or injury results from 


riots, wars or participation in dis- 


orderly conduct, 


® who is ill or injured during a leave 
of absence or while on paid va- 
cation, 


® whose illness or injury results from 
committing a criminal offence, 


® who is ill or injured during a strike 
or lockout, if the disability starts 
during the strike or lockout, and the 
right to benefits is reinstated at the 
end of the strike or lockout, 


™ whois not under continuous treat- 
ment of a licensed physician when 
the illness results from the use of 
drugs or alcohol. 


Maternity 


Any insured person, 


whois on maternity leave taken un- 
der provincial or federal law or by 


mutual agreement with her em- — 


ployer, 


™ who is getting maternity benefits 
under the ‘JI Act, — 


® who is ill any time that starts 10 
weeks before the week a child is 


expected to be born and ends six | 


weeks after the week of birth. 
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Other 


Any insured person, 


who has plastic surgery solely for 
cosmetic purposes, 


who gets a retirement pension from 
the same employer, 


who gets an income replacement 
indemnity from the Quebec 
Automobile Insurance Act, or the 
Manitoba Autopac, 


who is engaged in an employment 
for wage or profit, 


who is serving a prison sentence, 


who is not eligible for benefit un- 
der the UI Act by reason of not 
being in Canada. 
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8 How many employees 
must be covered? 


You may cover as many or as few em- 
ployees as you wish. 

But remember, any denial of coverage 
based on sex, age or health status may be 
against various provincial and federal hu- 
man rights legislation. 

You will only get a premium reduction 
for the employees you cover under your 
approved plan, including those serving 
the eligibility period of three months or 
less under your plan. 

All your employees not covered by 
your plan, including those whose usage 
of sick leave credits has been deferred 
over three months, must be reported 
under a separate Revenue Canada, Tax- 
ation employer account number and your 
premiums for this group must be remit- 
ted at the normal 1.4 rate. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 


fe) Sharing the reduction 
with your employees 


The UI Act specifies that you must share 
your reduction in an amount equal to at 
least 5/12 of your savings with all em- 
ployees to whom the reduced rate applies. 

The legislation does not specify the way 
in which you must share. So you have 
flexibility in deciding how the sharing will 
be done. 

Employers must be prepared, however, 
to satisfy the Commission that they have 
made effective arrangements for sharing 
their reduction. 


The following are a few examples of 
the sharing arrangements that would 
‘be acceptable: 


' mutual agreement between 
employers and employees con- 
cerning the sharing method of the 
premium reduction; 


~ cash rebate corresponding to 5/12 
of the premium reduction. Such 
money is considered taxable 
income; 


increased or new employee 
benefits such as a dental plan, 
group life insurance, payment to 
employees’ benevolent fund or as- 
sociation, lowering prices in staff 
cafeteria, more holidays or time off, 
etc. 


Note 


Benefits contained in a collective 
agreement cannot be used to satisfy 
the sharing requirement unless there is 
an agreement between the union and 
the employer that a particular benefit 
is in satisfaction of the sharing re- 
quirement. 
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Calculation of 5/12 


|| Total employee premiums x 1.40 
(standard rate) equals employer regu- 
lar premium, 


(| total employee premiums x 1.281 
(reduced rate) equals employer reduced 
premium, 


(| employer regular premium minus 
employer reduced premium equals the 
amount of your total reduction, 


| you must return 5/12 of this total 
reduction to your employees. 
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1 What determines the 
amount of reduction, 
when does it 
start and how long 
does it last? 


To get a premium reduction your plan 
must be in operation between January | 
and September 15 (inclusive) in the year 
before the year for which the reduction 
is sought. 

A plan only qualifies on the date it first 
meets all the requirements. This date is 
called the operational date. 


The rate of premium reduction is 
decided like this: 


™ if the operational date of your plan 
is on or before January 15 and the 
plan qualifies until December 15 
(inclusive), you would be entitled 
to the maximum reduction; 


™ if the operational date is on or af- | 
ter January 16 but on or before 
September 15, you would be en- 
titled to a pro-rate of the maximum 
reduction, based on the number of 
months the plan was in operation; 


™ if aplan ceases to qualify on or be- 
fore December 15, you would be 
entitled to a pro-rate of the maxi- 
mum reduction, based on the num- 
ber of months the plan was in 
operation. 
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No reduction would be granted for plans 
that didn’t qualify on September 15 of the 
calendar year immediately before the year 
of the reduction. Nor is there a reduction 
if the initial application required by the 
Commission is not sent by September 30 
of the year immediately before the year 
of the reduction. 

A premium reduction lasts one year. 

If any requirements or conditions on 
which a reduction is based change in the 
calendar year for which the reduced rate 
is given, your reduction will not change 
until the following calendar year. 


1 1 Change to your plan 


You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 415, 
within 30 days of the effective date of any 
change in your plan. 


Note 


In the case of a major reorganization 
within your company such as a merger, 
takeover, etc., you must write to the 
Employer Registration Division 
explaining the details of the changes 
in order that you may be advised of 
the possible impact on your right to 
the reduction. 


1 When and how 
to apply 


To register your salary replacement plan 
for a UI premium rate reduction, com- 
plete an Initial Application for Premium 
Reduction (form EMP-2642). Please refer 
to Section 3 of this booklet for further in- 
structions. 

You can get one from any Canada 
Employment Centre (CEC) or write: 
Canada Employment and Immigration 
Commission, Employer Registration 
Division, Nicolas Denys Building, P.O. 
Box 11000, Bathurst, New Brunswick, 
E2A 475. 


Three important facts to remember 
when applying: 


~ you must file your initial application 
no later than September 30 for a 
reduction starting the following 
January 1; and 


w your application should be accom- 
panied by a copy of your salary 
replacement plan; 


\ if acopy of your plan is not readily 
available, send a detailed summary 
of benefits with your initial applica- 
tion as you won't be considered for 
a reduction for the following year 
if your application is sent beyond 
September 30. 

You can always send your plan 
in later when it becomes available. 
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How to complete the 
initial application 


1 The application 
form 


The following diagram of an initial ap- 
plication has been divided into various 
sections identified by a letter. The letters 
are referred to in the explanation. 


Note 


This form applies only to insurable 
employees in your firm or organi- 
zation. 

The term ‘‘insurable employee’’ 
refers to any employee for whom you 
are required to remit Unemployment 
Insurance premiums. 

If in doubt, please contact the 
Revenue Canada, Taxation office in 


your area. 


A — the name and complete mailing ad- 
dress of your firm or organization 


B— the Revenue Canada, Taxation 
(RC,T) number under which you 
remit Unemployment Insurance 
premiums on behalf of your em- 
ployees 


C — your area code, telephone number 
and extension if applicable 


Steps D to Mrefer to employees 
in your firm or organization who 
pay Unemployment Insurance 
premiums under the Revenue 
Canada, Taxation number in 
box B 


D — the number of unionized employees 
who are members of a group certi- 
fied by a provincial or federal 
Labour Relations Board as a bar- 
gaining unit 


E— the number of non-union em- 
ployees 


F — the total of Dand E 


All employees shown in box 
‘*F’? must now be entered in 
the appropriate box (‘‘G’’ to 
‘‘M’’). Please bear in mind 
that you must take into ac- 
count only the employees for 
whom you remit Unemploy- 
ment Insurance premiums. 


G — the number of employees current- 
ly covered by your salary replace- 
ment plan 


H — the number of employees current- 
ly not covered by your salary 
replacement plan but who will be 
covered at the end of the probation- 
ary period required by the plan 


1!— the number of employees not co- 
vered by the plan because they are 
part-time employees; 


J— the number of employees not co- 
vered by the plan because they are 
temporary employees; 
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K — the number of employees not co- 
vered by the plan because they are 
full time students; 


L— the number of employees not co- 
vered by the plan because they are 
employed under incentive programs 
financed through public funds; 


M — the number of employees, other 
than those in boxes ‘‘H”’ to ‘‘L’’, 
who are not covered by your salary 
replacement plan. Note: It’s impor- 
tant to state why they’re not 
covered. 


In box ‘‘N’’, show whether you 
have one or more RC,T num- 
bers other than the one you 
entered in box ‘‘B’’. If yes, — 
your answers in the following 
boxes should show: 


O — the RC,T number(s) under which 
you remit Unemployment Insur- 
ance premiums at the standard rate 
of 1.40 times the employee 
premium 


P — the number of unionized employees 
who are members of a group certi- 
fied by a provincial or federal 
Labour Relations Board as a bar- 
gaining unit and for whom you 
remit Unemployment Insurance 
premiums under the RC,T num- 
ber(s) shown in box ‘‘O”? | 


Q — the number of non-union employees 
for whom you remit Unemploy- 
ment Insurance premiums under 
the RC,T number(s) shown in 
boxstOR2 


Section ‘‘R’’ concerns the requirement 
that employers share the premium reduc- 
tion (to the extent of at least 5/12), with 
their employees. The method of sharing 
must be identified prior to approval of 
your application but should only be im- 
plemented once the reduction is allowed. 

The declaration in box ‘‘S’’ must be 
signed by an officer authorized to provide 
the information requested on this form. 
Please complete all of this section. 
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Section 3 11 


Points to remember 


The application must be sent to Employ- 
ment and Immigration Canada, Employ- 
er Registration Division, Nicolas Denys 
Building, P.O. Box 11000, Bathurst, 
N.B., E2A 4T5 

If you require further help in complet- 
ing this application, please contact us at 
the following toll-free number: 


1-800-561-7923 


D Does the plan 
qualify? 


Employers with a qualified plan will 
generally be notified by the Commission, 
in December each year, of the amount of 
their premium reduction for the next 
calendar year. 

This notification will specify the 
amount of reduction in cents per one 
hundred dollars of insured earnings. (For 
example, the premium reduction could be 
20 cents per one hundred ‘dollars of in- 
sured earnings.) 

You'll also be told your premium rate 
for the next calendar year, expressed as 
a multiple of the employee premium rate. 
The usual employer premium is 1.4 times 
the employee premium. 

If your plan qualifies for a premium 
reduction you’ll have a multiple rate 
which is less than 1.4. 

If your plan doesn’t qualify, you'll be 
told why when your application is 
processed. 

If you choose to amend your plan so 
it will qualify, a copy of the amendment 
will be required to determine your entitle- 
ment to a premium reduction. 


If your plan doesn’t qualify, 
we'll tell you 
so you can change it. 


3 lf an application 
is turned down 


If you are denied a premium reduction, 
you have the right to appeal that decision 
to the Canada Employment and Immigra- 
tion Commission within one year. 

All appeals must be in writing. They 
must set out, in detail, the grounds on 
which the appeal is based. 

You have the right to attend the appeal 
hearing (held in Ottawa) but you must ad- 
vise us in writing if you wish to attend. 

Appeals should be sent to: Canada Em- 
ployment and Immigration Commission, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5. 

A decision by the Commission is not 
subject to further appeal, except in accor- 
dance with the Federal Court Act. 


4 Any questions? 


If you have any questions about the 
premium reduction program, why your 
plan didn’t qualify, what you must do to 
have it qualify or about the appeal sys- 
tem, please contact the Employer Regis- 
tration Division, Nicolas Denys Buiding, 
P.O. Box 11000 Bathurst, New Brun- 
swick, E2A 415, or call toll free 
1-800-561-7923. 


12 Section 4 


A Yearly renewal | 


Each year you must certify that your plan 
still meets all the requirements to qualify 
for a premium reduction. 

A yearly renewal application form 
called a Renewal Application for Premi- 
um Reduction (EMP-2672) will be sent to 
you for this purpose. 

You must return it within 90 days or 
you will not be entitled to a premium 
reduction for the next calendar year. 


Return your renewal 
within 90 days or you 
lose your reduction. 


1 How to complete 
the yearly renewal 
application form 


Detailed instructions are included with 
each Renewal Application for Premium 
Reduction. If you need help, contact the 
Canada Employment and Immigration 
Commission, Employer Registration 
Division, Nicolas Denys Building, P.O. 
Box 11000, Bathurst, New Brunswick, 
E2A 475, or call toll free 1-800-561-7923. 


Dy lf your yearly 
renewal application 
form is turned down 


If you are denied a premium reduction, 
you have the right to appeal that decision 
to the Canada Employment and Immigra- 
tion Commission within one year. 

All appeals must be in writing. They 
must set out, in detail, the grounds on 
which the appeal is based. 

You have the right to attend the appeal 
hearing (held in Ottawa) but you must ad- 
vise us in writing if you plan to attend. 

Appeals should be sent to the Canada 
Employment and Immigration Commis- 
sion, Employer Registration Division, Ni- 
colas Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4715. 

A decision by the Commission is -not 
subject to further appeal, except in accor- 
dance with the Federal Court Act. 


3 Any questions? 


If you have any questions on the premi- 
um reduction program or why your plan 
didn’t qualify, what you must do to have 
it qualify or about the appeal system, 
please contact the Employer Registration 
Division, Nicolas Denys Building, P.O. 
Box 11000, Bathurst, New Brunswick, 
E2A 4175, or call toll free 1-800-561-7923. 


Produced by Public Affairs 
Employment and Immigration Canada 


-Commission has created control pro 


_ dividuals in question are indeed entitled 
to unemployment insurance benefits. 
We also conduct investigations to check _ 


_ prescribed deadlines. 
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Message 


The Commission recognizes that most _ 
claimants and employers are basically _ 
honest, but we are well aware that to & 
err is human. oe 
We are equally aware, on n the ce 
hand, that a small number of people try 
to take advantage of the Unemploymen 
Insurance program. In response, the 


grams to detect errors and fraud. These _ 
allow us to spot cases where claimants . 
fail to report employment or sources of _ 
income while receiving unemployment 
insurance benefits. = 

Sometimes claimants are denounced : 
by third parties; in such cases, we con- 
duct interviews to ensure that the in- 


the accuracy of the information that we _ 
receive from employers, and to ensure — 
that employers comply _ with the 


These investigations and control pro- 
grams have helped to uncover $216.7 _ 
million in overpayments in 1991-92. In 
general, the number of cases of human 
error and of abuse are about equal 

When it is established that a claimant — 
is at fault, he may be subject to a_ 
penalty. There is the possibility of le- 
gal action in the most serious cases, be 
it against an employer or anemployee. _ 
The Commission had imposed 153,000 _ 
penalties and undertaken legal action in. 
894 cases in 1991-92. . 

However, the Commission wants to _ 
use such measures only as a last resort _ 
and has therefore set up a program of © 
voluntary disclosure. If a claimant ad- 
mits before an investigation is begun 
that he has abused the system, then he 
is not subject to a penalty provided that 
the overpayment is reimbursed. 

If you would like more information 
about our control programs, please con- | 
tact your nearest Canada Employment 
Centre. 


Warning 


This brochure contains general infor- 
mation only. When a question arises, 
the Unemployment Insurance Act 
and Regulations must govern. 
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An employer’s guide to 
Unemployment Insurance 
premium reduction 


1 Why is there a 
premium reduction? 


The Canada Employment and Immigra- 
tion Commission (CEIC) administers the 
Unemployment Insurance (UI) Act. 

The Act governs the payment of regu- 
lar UI benefits and benefits to people off 
work because of illness, pregnancy, adop- 
tion, injury or quarantine. 

The Commission recognizes that many 
employers also provide some income pro- 
tection for employees unable to work due 
to illness, injury or maternity. 

As a result of this ‘‘duplication of 
coverage’, their employees may not have 
to turn to UI or may collect for a shorter 
time. 

Employers with an employee income 
protection plan meeting certain standards 
may be eligible for a reduction in their un- 
employment insurance premium rate. 
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Ly How much is a 
premium reduction 
and for how long? 


The CEIC sets the UI premium rate each 
year for employees and employers. 

The rate can vary from year to year. 
The employee premium rate is a certain 
percentage of the year’s insurable earn- 
ings. (Insurable earnings are the amount 
of a worker’s income the UI program will 
insure.) 

The level of insurable earnings is also 
determined each year. 

Employers pay 1.4 times the employee 
rate. A premium reduction means that an 
employer would not pay at the usual 1.4 
rate but at a lower rate — 1.281 for 
example. 

A premium reduction is only valid for 
one year. The plan must be approved 
yearly for the reduction to be allowed. 

A reduction is allowed, but pro-rated 
if the plan was not in effect for 12 months 
in the preceding year. 

If you’re already receiving a reduction 
please refer to Section 4 of this booklet 
for information on renewal. 


ir plan’s benefits 
must at least 


equal Ul’s. — 


3 What types of 
plans qualify? 


Two types of salary replacement plans 
can qualify for a premium reduction. 

Weekly indemnity plans or cumulative 
paid sick leave plans. 

A weekly indemnity plan is a salary 
replacement plan, with coverage usually 
supplied by an insurance carrier. It pro- 
vides weekly indemnity benefits in case of 
illness, or injury. 

If your company’s plan is a weekly in- 
demnity plan please refer to Section 1 of 
this booklet. It gives you the standards 
the plan must meet and tells you how and 
when to apply for a reduction. 

A cumulative paid sick leave plan is a 
salary replacement plan that allows em- 
ployees to accumulate paid sick leave 
credits for use in case of illness only or 
illness and pregnancy. 

If your company’s plan is a cumulative 
paid sick leave plan please refer to 
Section 2 of this booklet. It gives you the 
standards the plan must meet and tells 
you how and when to apply for a 
reduction. 

The standards for each type of plan 
differ, so please refer to the right section. 
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1 Formal commitment 


There must be a formal commitment 
from you to provide your employees with 
a salary or wage replacement plan. 

It must say you’ll provide them with 
disability income benefits if they have an 
interruption of earnings from illness, 
injury, Or quarantine. 

The formal commitment must contain 
a complete description of your weekly in- 
demnity plan and should account for all 
standards set forth in items | to 8 of this 
section. 


The formal commitment may be: 


™@ aunionor association agreement, 


@ an industry-wide welfare trust | 


contract, 
@ a private carrier’s insurance policy, 
@ an employees’ handbook, 


“aboard of directors’ minute stating | 


employees’ entitlement to disabili- 
ty income benefits, 


@ a personnel policy bulletin, or 


m any commitment in writing by the - 


employer to the employees. 


2? Eligibility period 


Your employees must become eligible for 
benefits no later than the first calendar 
day of the month after they complete 
three months of continuous employment. 


Note 


A plan that provides an eligibility period 
expressed in working days will only 
be acceptable if the employees are 
entitled to receive benefits within 


the first three months of continuous 


employment. 


If the plan is based on an hour bank 
system, your employees must be eligible 
for benefits no later than the first calen- 
dar day of the month after they accumu- 
late 400 hours or less of employment. 


3 Waiting period and 
length of benefits 


Benefits under your plan must be payable 
within the first 14 days of an employee’s 
disability and benefits must be payable 
for at least 15 weeks. 

That is, your employees must be eligi- 
ble for at least 15 weeks of benefits in the 
first 17 weeks of their disability. During 
the period of disability, there must be no 
interruption in the payment of benefits 
unless the employee returns to work. 


4 How much should 
the plan pay? 


Your plan must provide benefits equal to 
or more than UI benefits. 

The weekly benefit payable to your em- 
ployees must be at least 60% of their nor- 
mal weekly insurable earnings. 

For the premium reduction program, 
normal weekly insurable earnings include 
additional income which is earned on a 
regular basis (e.g. overtime, bonuses, shift 
differentials, etc). 

For example, if an employee’s normal 
weekly insurable earnings are $460 a 


week, then 60 per cent would equal $276 
in benefits. Once the benefit amount pay- 
able to your employees has been estab- 
lished, it must remain unchanged during 
the entire period of disability or for a 
maximum of 15 weeks. 

Note that insurable earnings are sub- 
ject to annual adjustment, therefore, your 
plan’s maximum benefit must be adjust- 
ed accordingly on or before the 15th of 
January every year, unless it provides for 
an automatic adjustment. 


5 What happens if 
there is a layoff? 


A plan that stops benefits at the date of 
layoff or termination of employment 
would only be acceptable if the disability 
started within two months of the date of 
layoff or separation and notice of layoff 
or separation was given prior to the oc- 
curence of the disability. 

Otherwise, benefits must continue af- 
ter layoff or termination until the earli- 
est of a total of at least 15 weeks or the 
end of the incapacity due to illness. 


6 Do UI benefits 
change things? 
If your plan requires that money paya- 


ble from UI be deducted from benefits, 
it won’t qualify as an approved plan. 
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{ . What limitations 
are allowed? 


Most plans set out certain conditions that 
exclude employees from benefits. 

But any limitation must not reduce the 
availability or extent of benefits to less 
than the coverage provided under the UI 
Act. 

Here are some of the limitations that 
may exclude employees from the payment 
of benefits under your plan without af- 
fecting your eligibility. 


lliness j Maternity Other 


Any insured person, 


@ who isn’t under the care of a 
licensed physician, 


®@ whose illness or injury is covered 
by worker’s compensation, the 
Canada or Québec Pension plans, 


@ whose illness or injury is intention- 
ally self-inflicted, 


@ whose illness or injury results from 
serving in the armed forces, 


@ whose illness or injury results from 
riots, wars or participation in dis- 
orderly conduct, 


@ who is ill or injured during a leave 
of absence or while on paid va- 
cation, 


@ whose illness or injury results from 
committing a criminal offence, 


@ who is ill or injured during a strike 
or lockout, if the disability starts 
during the strike or lockout, and the 
right to benefits is reinstated at the 
end of the strike or lockout, 


@ whois not under continuous treat- 
ment of a licensed physician when 
the illness results from the use of 
drugs or alcohol. 


Any insured person, 


@ who is ill any time that starts 
10 weeks before the week a child 
is expected to be born and ends 
six weeks after the week of birth, 


H whois on maternity leave taken un- 
der provincial or federal law or by 
mutual agreement with her em- 
ployer, 


@ who is getting maternity benefits 
under the UI Act. 


Any insured person, 


who is not eligible for benefits un- 


who has plastic surgery solely for : 
cosmetic purposes, _ 


who gets a retirement pension from | 
the same employer, _ 


who gets an income replacement |— 
indemnity from the Quebec Au- ~ 
tomobile Insurance Act, or the 
Manitoba Autopac, 


who is engaged in an employment : ; 
for wage or profit, 


who is serving a prison sentence, | / 


der the UI Act by reason of not 
being in Canada. 


Premium reduction — 1988 


Section 1 3 


8 Reinstatement 
of benefits 


Your plan must provide reinstatement of 
full benefits to your employees within 
specified periods of time. 

If it’s a new disability, full coverage 
must be reinstated within one month af- 
ter the employee returns to work. 

If it’s a recurrence of an earlier disa- 
bility, full coverage must be reinstated wi- 
thin three months of the employee’s 
return to work. 

With hour bank plans, the worker’s 
benefits must be reinstated when he or she 
has accumulated 150 hours or less for new 
disabilities and 400 hours or less for a 
recurrence of a disability. 


O How many employees 
must be covered? 


You may cover as many or as few em- 
ployees as you wish. 

But remember, any denial of coverage 
based on sex, age or health status may be 
against various provincial and federal hu- 
man rights legislation. 

You will only get a premium reduction 
for the employees you cover under your 
approved plan, including those serving 
the eligibility period described in Item 2 
of this section. 

All your employees not covered by 
your plan must be reported under a 
separate Revenue Canada, Taxation em- 
ployer account number and your premi- 
ums for this group must be remitted at 
the normal 1.4 rate. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 


_ You must share 
your reduction 
with your employees. 


1 Sharing the reduction 
with your employees 


The UI Act specifies that you must share 
your reduction in an amount equal to at 
least 5/12 of your savings with all em- 
ployees to whom the reduced rate applies. 

The legislation does not specify the way 
in which you must share. So you have 
flexibility in deciding how the sharing will 
be done. 

Employers must be prepared, however, 
to satisfy the Commission that they have 
made effective arrangements for sharing 
their reduction. 


The following are a few examples of jg 
the sharing arrangements that would © 


be acceptable: 


@ mutual agreement 


premium reduction, 


@ cash rebate corresponding to 5/12 : 
of the premium reduction. Such | 
money is considered taxable — 


income, 


M increased or new employee | 


benefits such as a dental plan, 
group life insurance, payment to 
employees’ benevolent fund or as- 
sociation, lowering prices in staff 
cafeteria, more holidays or time off, 


etc. 


Note 


Benefits contained in a collective | 
agreement cannot be used to satisfy — 
the sharing requirement unless there _ 
is an agreement between the union ~~ 
and the employer that a particular 
benefit is in satisfaction of the sharing 


requirement. 


between | 
employers and employees con- 
cerning the sharing method of the | 


Calculation of 5/12 


LC] Total employee premiums x 1.40 
(standard rate) equals employer regu- 
lar premium, 


L] total employee premiums x 1.281 
(reduced rate) equals employer reduced 
premium, 


L) employer regular premium minus 
employer reduced premium equals the 
amount of your total reduction, 


C1 you must return 5/12 of this total 
reduction to your employees. 


11 


What determines the 
amount of reduction, 
when does it start 
and how long 

does it last? 


To get a premium reduction your plan 
must be in operation between January 1 
and September 15 (inclusive) in the year 
before the year for which the reduction 
is sought. 

A plan only qualifies on the date it first 
meets all the requirements. This date is 
called the operational date. 


The rate of premium reduction is 
decided like this 


& if the operational date of your plan — 
is on or before January 15 and the 
plan qualifies until December 15 — 
(inclusive), you would be entitled ~ 
to the maximum reduction, : 


Mi if the operational date is on or af- 
ter January 16 but on or before ~ 
September 15, you would be en- 
titled to a pro-rate of the maximum © 
reduction, based on the number of 
months the plan was in operation, 


M@ if aplan ceases to qualify on or be- | 
fore December 15, you would be © 
entitled to a pro-rate of the maxi- 
mum reduction, based on the num- 
ber of months the plan was in 
operation. 
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No reduction would be granted for 
plans that didn’t qualify on September 15 
of the calendar year immediately before 
the year of the reduction. 

Nor is there a reduction if the initial 
application required by the Commission 
is not sent by September 30 of the year 
immediately before the year of the 
reduction. 

A premium reduction lasts one year. 

If any requirements or conditions on 
which a reduction is based change in the 
calendar year for which the reduced rate 
is given, your reduction will not change 
until the following calendar year. 


1 S Change to your plan 


You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5, 
within 30 days of the effective date of any 
change in your plan. 


Note 
In the case of a major reorganization 


within your company such aS amerg- 


er, takeover, etc., you must write to 
the Employer Registration Division 
explaining the details of the changes 


in order that you may be advised of © 
the possible impact on your right to — 


the reduction. 


1 When and how 
to apply 


To register your salary replacement plan 
for a UI premium rate reduction, com- 
plete an Initial Application for Premium 
Reduction (form EMP-2642). Please refer 
to section 3 of this booklet for further in- 
structions. 

You can get one from any Canada Em- 
ployment Centre (CEC) or write: Cana- 
da Employment and Immigration 
Commission, Employer Registration Di- 
vision, Nicolas Denys Building, P.O. Box 
11000, Bathurst, New Brunswick, E2A 
4T5. 


Three important facts to remember 
when applying: 


& you must file your initial application | 
no later than September 30 fora — 


reduction starting the following 
January 1, and 


@ your application should be accom- 
panied by a copy of your salary 
replacement plan, 


@ if acopy of your plan is not readily 
available, send a detailed summary 
of benefits with your initial applica- 
tion as you won't be considered for 
a reduction for the following year 


if your application is sent beyond | 


September 30. 
You can always send your plan in 
later when it becomes available. 


oe me 
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1 Formal commitment 


There must be a formal commitment 
from you to provide your employees with 
a salary or wage replacement plan. 

It must say you’ll provide them with 
disability income benefits if they have an 
interruption of earnings from illness, in- 
jury, quarantine or pregnancy. 

The formal commitment must contain 
a complete description of your Cumula- 
tive paid sick leave plan and should ac- 
count for all standards set forth in items 
1 to 7 of this section. 


The formal commitment may be: 
@ aunion or association agreement, 


M an industry-wide welfare trust 
contract, 


@ a private carrier’s insurance policy, 
@ an employee’s handbook, 


@ aboard of directors’ minute stating 
employees’ entitlement to disabili- 
ty income benefits, 


@ any commitment in writing by the 
employer to the employees. 


a personnel policy bulletin, or 


2? Eligibility period 


On the first calendar day of the month 
following three months of continuous em- 
ployment your employees must be enti- 
tled to accumulate at least one day of paid 
sick leave for each month of continuous 
employment. 


Note 


A plan that provides an eligibility period 
expressed in working days will only 
be acceptable if the employees are 
entitled to receive benefits within the 
first three months of continuous 
employment. 


If the plan is based on an hour bank 
system, your employees must be eligible 
for benefits no later than the first calen- 
dar day of the month after they accumu- 
late 400 hours or less of employment. 


3 Waiting period and 
length of benefits 


Benefits under your plan must be paya- 
ble within the first 14 days of an em- 
ployee’s disability. 

Employees must be entitled to at least 
one day’s sick leave (for illness or illness 
and pregnancy) for each month of con- 
tinuous employment after the eligibility 
period. 

Employees must be given a minimum 
number of paid sick leave credits. In the 
first year of continuous employment, it’s 
at least nine days (based on the allowable 
3-month eligibility period). It’s 12 days 
for each subsequent year of continuous 
work. 

The maximum accumulation period 
for sick leave credits must not be less than 
75 days. 


Note 


The plan must have provided, during 
the last five years, a minimum of 60 
days of paid sick leave. If it provided 
less than 60 days you must credit the 
difference to all employees covered 
by the plan. 


You can defer the use of paid sick leave 
credits beyond the three month eligibili- 
ty requirement for a period of not more 
than twelve months of continuous em- 
ployment (for temporary employees or 
employees on probation) without affect- 
ing your entitlement to a premium 
reduction. 

All employees whose usage of paid sick 
leave credits has been deferred for a peri- 
od exceeding three months must be 
reported under a separate Revenue Cana- 
da Taxation employer number and your 
premiums for these employees must be 
remitted at the normal 1.4 rate. 

When these employees are entitled to 
use their paid sick leave credits accumu- 
lated during the deferral period, you 
may group them with the employees for 
whom you have been granted a premium 
reduction. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 


A How much should 
the plan pay? 


Your plan must provide benefits equal to 
or more than UI benefits. 

The weekly benefit payable to your 
employees must be at least 60% of their 
normal weekly insurable earnings. 

For the premium reduction program, 
normal weekly insurable earnings include 
additional income which is earned on a 
regular basis (e.g. overtime, bonuses, shift 
differentials, etc). 

For example, if an empioyee’s normal 
weekly insurable earnings are $460 a 
week, then 60 per cent would equal $276 
in benefits. Once the benefit amount pay- 
able to your employees has been estab- 
lished, it must remain unchanged during 
the entire period of disability or for a 
maximum of 75 days. 

Note that insurable earnings are sub- 
ject to annual adjustment, therefore your 
plan’s maximum benefit must be adjust- 
ed accordingly on or before the 15th of 
January every year, unless it provides for 
an automatic adjustment. 

For example, in 1988 the weekly insura- 
ble earnings is $565, therefore the maxi- 
mum weekly benefit under your plan 
must be at least $339 (60% of $565). 
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5 What happens if 
there is a layoff? 


A plan that stops benefits at the date of 
layoff or termination of employment 
would only be acceptable if the disability 
started within two months of the date of 
layoff or separation and notice of layoff 
or separation was given prior to the ocur- 
rence of the disability. 

Otherwise, benefits must continue af- 
ter layoff or termination until the earli- 
est of the end of the incapacity due to 
illness or the exhaustion of the paid sick 
leave days to a minimum of 75 days. 


6 Do UI benefits 
change things? 
If your plan requires that money paya- 


ble from UI be deducted from benefits, 
it won’t qualify as an approved plan. 
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i rr a il ee ee 


{ What limitations 
are allowed? 


Most plans set out certain conditions that 
exclude employees from benefits. 

But any limitation must not reduce the 
availability or extent of benefits to less 
than the coverage provided under the UI 
Act. 

Here are some of the limitations that 
may exclude employees from the payment 
of benefits under your plan without af- 
fecting your eligibility. 


IlIness 


a ie lines or injury results from 
serving | | the armed forges, 


orderly conduct, 


| whois ill or injured during a leave 
of absence or oe on peed va- 
cation, 


a Synose Wness or uy yreciite trom 
- committing a criminal offence, 


_& whois ill or injured during a strike 
or lockout, if the disability starts 
__ during the strike or lockout, and the 
_ right to benefits is reinstated at the 
end of the strike or lockout, 


B® whois not under continuous treat- 
~ ment of a licensed physician when 
the illness results from the use of 
drugs or alcohol. - 


Maternity 


Any insured person, 


@ who is on maternity leave taken un- 
der provincial or federal law or by | 
mutual agreement with her em- | 


ployer, 


a who is getting maternity benefits 
under the UI Act, 


—@ who is il any time that starts 40 
weeks before the week a child is 
expected to be born and ends six | 
weeks after the week of birth. 


Other 


Any insured person, 


B who has plastic surgery solely for 
a cosmetic purposes, 


| who gets a retirement pension from 
the same employer, 


@ who gets an income replacement — 
indemnity from the Quebec | 
Automobile Insurance Act, or the 
Manitoba Autopac, 


@ who i is engaged in an epee: : 
for wage or profit, 


H who is serving a prison sentence, 


@ who is not eligible for benefit un- . 
der the UI Act by reason of not be- © 
ing in Canada. 
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8 How many employees 
must be covered? 


You may cover as many or as few em- 
ployees as you wish. 

But remember, any denial of coverage 
based on sex, age or health status may be 
against various provincial and federal hu- 
man rights legislation. 

You will only get a premium reduction 
for the employees you cover under your 
approved plan, including those serving 
the eligibility period of three months or 
less under your plan. 

All your employees not covered by 
your plan, including those whose usage 
of sick leave credits has been deferred 
over three months, must be reported 
under a separate Revenue Canada, Tax- 
ation employer account number and your 
premiums for this group must be remit- 
ted at the normal 1.4 rate. 

If you have any questions about these 
reporting requirements, you can refer to 
the Employer’s and Trustee’s Guide for 
filing T4-T4A and T4F returns or contact 
the Revenue Canada District Taxation 
office serving your area. 


O Sharing the reduction 
with your employees 


The UI Act specifies that you must share 
your reduction in an amount equal to at 
least 5/12 of your savings with all em- 
ployees to whom the reduced rate applies. 

The legislation does not specify the way 
in which you must share. So you have 
flexibility in deciding how the sharing will 
be done. 

Employers must be prepared, however, 
to satisfy the Commission that they have 
made effective arrangements for sharing 
their reduction. 


ane felon are a few examples. oft " 


the sharing arrangements that would: 
be acceptable: oo 


a mutual ‘agreement between 
employers and employees con 
- cerning the sharing method of the | 
“premium reduction, | 


cash rebate corresponding to B12 
of the premium reduction. Such 


money is considered taxable 


_ income, © 


@ increased or new employe | 
benefits such as a dental plan, | 
group life insurance, payment to 
employees’ benevolent fund or as- 
sociation, lowering prices in staff 
cafeteria, more holidays or time off, 
etc: 


Note 


Benefits contained in a collective | 
agreement cannot be used to satisfy 
the sharing requirement unless there — 
is an agreement between the union | 
and the employer that a particular _ 
benefit is in satisfaction of the sharing — 


requirement. 


Calculation of 5/12 


L] Total employee premiums x _ 1.40 
(standard rate) equals employer regu- 
lar premium, 


LJ total employee premiums xX 1.281 
(reduced rate) equals employer reduced 
premium, 


[J employer regular premium minus 
employer reduced premium equals the 
amount of your total reduction, 


[] you must return 5/12 of this total 
reduction to your employees. 


Premium reduction — 1988 


Section 2 9 


1 What determines the 
amount of reduction, 
when does it start 
and how long 
does it last? 


To get a premium reduction your plan 
must be in operation between January 1 
and September 15 (inclusive) in the year 
before the year for which the reduction 
is sought. 

A plan only qualifies on the date it first 
meets all the requirements. This date is 
called the operational date. 


"titled to a pro-rate of the maximur 
2 reduction, ioe on the numbe' 
months the 


plan was in. 


No reduction would be granted for plans 
that didn’t qualify on September 15 of the 
calendar year immediately before the year 
of the reduction. Nor is there a reduction 
if the initial application required by the 
Commission is not sent by September 30 
of the year immediately before the year 
of the reduction. 

A premium reduction lasts one year. 

If any requirements or conditions on 
which a reduction is based change in the 
calendar year for which the reduced rate 
is given, your reduction will not change 
until the following calendar year. 


1 1 Change to your plan 


You must notify the Commission’s 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4715, 
within 30 days of the effective date of any 
change in your plan. 


Note 


In the case of a major Se anention 


within your company such as a merg- 
er, takeover, etc., you must write to 


_the Employer Registration Division _ 


_ explaining the details of the changes 


_ in order that you ma bea advised of | 


the reduction. — 


1 When and how 
to apply 


To register your salary replacement plan 
for a UI premium rate reduction, com- 
plete an Initial Application for Premium 
Reduction (form EMP-2642). Please refer 
to Section 3 of this booklet for further in- 
structions. 

You can get one from any Canada 
Employment Centre (CEC) or write: 
Canada Employment and Immigration 
Commission, Employer Registration 
Division, Nicolas Denys Building, P.O. 
Box 11000, Bathurst, New Brunswick, 
E2A 4T5. 


Three important facts to remember 
when applying: 


= you must file your initial application | 
no later than September 30 fora | 
_ reduction starting the following |— 
_ January 1, and 


a your application should be accom- 
_ panied by a copy of your salary © 
__ replacement plan, 


@ if acopy of your plan is not readily 
~ available, send a detailed summary 
of benefits with your initial applica- __ 

tion as you won't be considered for __ 

a reduction for the following year 

if your application is sent ya 
September 30. _ 

You can always send your plan 

in later when it becomes available. 
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How to complete the 
initial application 


| The application 
form 


The following diagram of an initial ap- 
plication has been divided into various 
sections identified by a letter. The letters 
are referred to in the explanation. 


Note 


This form applies only to insurable em- | 


ployees in your firm or organization. 


The term “insurable employee” — 


refers to any employee for whom you 


are required to remit Unemployment | 


Insurance premiums. 


If in doubt, please contact the ie 
Revenue Canada, Taxation office in 


your area. 


A — the name and complete mailing ad- 
dress of your firm or organization 


B— the Revenue Canada, Taxation 
(RC,T) number under which you 
remit Unemployment Insurance 
premiums on behalf of your em- 
ployees 


C — your area code, telephone number 
and extension if applicable 


Steps D to M refer to employees 
in your firm or organization who 
pay Unemployment Insurance 
premiums under the Revenue 
Canada, Taxation number in 
box. B:.. 


D — the number of unionized employees 
who are members of a group certi- 
fied by a provincial or federal 
Labour Relations Board as a bar- 
gaining unit 


E— the number of non-union em- 
ployees 


F — the total of D and E 


All employees shown in box 
“‘F’’? must now be entered in 
the appropriate box (‘‘G’’ to 
‘‘M’’). Please bear in mind 
that you must take into ac- 
count only the employees for 
whom you remit Unemploy- 
ment Insurance premiums. 


G — the number of employees current- 
ly covered by your salary replace- 
ment plan 


H — the number of employees current- 
ly not covered by your salary 
replacement plan but who will be 
covered at the end of the probation- 
ary period required by the plan 


1!— the number of employees not co- 
vered by the plan because they are 
part-time employees; 

J— the number of employees not co- 
vered by the plan because they are 
temporary employees; 


K — the number of employees not co- 
vered by the plan because they are 
full time students; 


L— the number of employees not co- 
vered by the plan because they are 
employed under incentive programs 
financed through public funds; 


M — the number of employees, other 
than those in boxes ‘‘H”’ to ‘‘L’’, 
who are not covered by your salary 
replacement plan. Note: It’s impor- 
tant to state why they’re not 
covered. 


In box ‘‘N’’, show whether you 
have one or more RC,T num- 
bers other than the one you 
entered in box ‘‘B’’. If yes, 
your answers in the following 
boxes should show: 


O — the RC,T number(s) under which 
you remit Unemployment Insur- 
ance premiums at the standard rate 
of 1.40 times the employee 
premium 


P — the number of unionized employees 
who are members of a group certi- 
fied by a provincial or federal 
Labour Relations Board as a bar- 
gaining unit and for whom you 
remit Unemployment Insurance 
premiums under the RC,T num- 
ber(s) shown in box ‘‘O”’’ 


Q — the number of non-union employees 
for whom you remit Unemploy- 
ment Insurance premiums under 
the RC,T number(s) shown in 
box O72 


Section ‘‘R’’ concerns the requirement 
that employers share the premium reduc- 
tion (to the extent of at least 5/12), with 
their employees. The method of sharing 
must be identified prior to approval of 
your application but should only be im- 
plemented once the reduction is allowed. 

The declaration in box ‘‘S’’ must be 
signed by an officer authorized to provide 
the information requested on this form. 
Please complete all of this section. 
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Points to remember 


The application must be sent to Employ- 
ment and Immigration Canada, Employ- 
er Registration Division, Nicolas Denys 
Building, P.O. Box 11000, Bathurst, 
N.B., E2A 4T5 

If you require further help in complet- 
ing this application, please contact us at 
the following toll-free number: 


1-800-561-7923 


? Does the plan 
qualify? 


Employers with a qualified plan will 
generally be notified by the Commission, 
in December each year, of the amount of 
their premium reduction for the next 
calendar year. 

This notification will specify the 
amount of reduction in cents per one 
hundred dollars of insured earnings. (For 
example, the premium reduction could be 
20 cents per one hundred dollars of in- 
sured earnings.) 

You'll also be told your premium rate 
for the next calendar year, expressed as 
a multiple of the employee premium rate. 
The usual employer premium is 1.4 times 
the employee premium. 

If your plan qualifies for a premium 
reduction you'll have a multiple rate 
which is less than 1.4. 

If your plan doesn’t qualify, you’ll be 
told why when your application is 
processed. 

If you choose to amend your plan so 
it will qualify, a copy of the amendment 
will be required to determine your entitle- 
ment to a premium reduction. 


3 If an application 
is turned down 


If you are denied a premium reduction, 
you have the right to appeal that decision 
to the Canada Employment and Immigra- 
tion Commission within one year. 

All appeals must be in writing. They 
must set out, in detail, the grounds on 
which the appeal is based. 

You have the right to attend the appeal 
hearing (held in Ottawa) but you must ad- 
vise us in writing if you wish to attend. 

Appeals should be sent to: Canada Em- 
ployment and Immigration Commission, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5. 

A decision by the Commission is not 
subject to further appeal, except in accor- 
dance with the Federal Court Act. 


4 Any questions? 


If you have any questions about the 
premium reduction program, why your 
plan didn’t qualify, what you must do to 
have it qualify or about the appeal sys- 
tem, please contact the Employer Regis- 
tration Division, Nicolas Denys Buiding, 
P.O. Box 11000 Bathurst, New Brun- 
swick, E2A 415, or call toll free 
1-800-561-7923. 
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YAN Yearly renewal 


Each year you must certify that your plan 
still meets all the requirements to qualify 
for a premium reduction. 

A yearly renewal application form 
called a Renewal Application for Premi- 
um Reduction (EMP-2672) will be sent to 
you for this purpose. 

You must return it within 90 days or 
you will not be entitled to a premium 
reduction for the next calendar year. 


Return your renewal 
within 90 days or you 
lose your reduction. 


1 How to complete 
the application 


Detailed instructions are included with 
each Renewal Application for Premium 
Reduction. If you need help, contact the 
Canada Employment and Immigration, 
Employer Registration Division, Nicolas 
Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5, or 
call toll free 1-800-561-7923. 


2? lf a renewal 
application is 
turned down 


If you are denied a premium reduction, 
you have the right to appeal that decision 
to the Canada Employment and Immigra- 
tion Commission within one year. 

All appeals must be in writing. They 
must set out, in detail, the grounds on 
which the appeal is based. 

You have the right to attend the appeal 
hearing (held in Ottawa) but you must ad- 
vise us in writing if you plan to attend. 

Appeals should be sent to the Canada 
Employment and Immigration Commis- 
sion, Employer Registration Division, Ni- 
colas Denys Building, P.O. Box 11000, 
Bathurst, New Brunswick, E2A 4T5. 

A decision by the Commission is not 
subject to further appeal, except in accor- 
dance with the Federal Court Act. 


3 Any questions? 


If you have any questions on the premi- 
um reduction program or why your plan 
didn’t qualify, what you must do to have 
it qualify or about the appeal system, 
please contact the Employer Registration 
Division, Nicolas Denys Building, P.O. 
Box 11000, Bathurst, New Brunswick, 
E2A 4715, or call toll free 1-800-561-7923. 
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Message 


The Commission recognizes that most 
claimants and employers are basically 
honest, but we are well aware that to 
err is human. 

We are equally aware, on the other 
hand, that a small number of people try 
to take advantage of the Unemployment 
Insurance program. In response, the 
Commission has created control pro- 
grams to detect errors and fraud. These 
allow us to spot cases where claimants 
fail to report employment or sources of 
income while receiving unemployment 
insurance benefits. 

Sometimes claimants are denounced 
by third parties; in such cases, we con- 
duct interviews to ensure that the in- 
dividuals in question are indeed entitled 
to unemployment insurance benefits. 
We also conduct investigations to 
check the accuracy of the information 
that we receive from employers, and to 
ensure that employers comply with the 
prescribed deadlines. 

These investigations and control pro- 
grams help to uncover up to $125 mil- 
lion in overpayments a year. In general, 
the number of cases of human error and 
of abuse are about equal. 

When it is established that a claimant 
is at fault, he may be subject to a 
penalty. There is the possibility of le- 
gal action in the most serious cases, be 
it against an employer or an employee. 
On average, the Commission imposes 
140,000 penalties and takes legal ac- 
tion in 5,000 cases a year. 

However, the Commission wants to 
use such measures only as a last resort 
and has therefore set up a program of 
voluntary disclosure. If a claimant ad- 
mits before an investigation is begun 
that he has abused the system, then he 
is not subject to a penalty provided that 
the overpayment is reimbursed. 


If you would like more information about 
our control programs, please contact 
your nearest Canada Employment 
Centre. 


WARNING 


This brochure contains general infor- 
mation only. When a question arises, 
the Unemployment Insurance Act 
and Regulations must govern. 
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